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Plug in Your Practice:
Creating a Virtual Planning Firm
The virtual office may be the business model of the future for financial advisers
By David J. Drucker and Joel P. Bruckenstein
The financial planning industry, in the course of its evolution, has adopted a bias that has
characterized U.S. business in general: Large is better than small. Growing larger as a business
has been prized not only as the means to financial success but also for lending the aura of
success. Thus, traditional financial planning firms have typically evolved from just its founder
into a larger business, with the goal to achieve more legitimacy and greater economic gain.

The Trap of the Traditional Firm Model
A traditional financial planning practice starts out with a solo operator and develops over time
into a firm that challenges its owner with employment and other management issues as well as
the need to balance all the elements of life more effectively. The money's better, but there are
increasingly greater employee and administrative claims on the planner's time. And costs are
continuously escalating.
There are employee costs: salaries, training, vacation, sick time, and turnover. Space works
the same way and, as a cost element, it is inextricably bound up with time because employees
require space. An office suite needs common space as well, and this need increases with staff
size so people can feel comfortable, professional, and productive. Spatial needs also increase
due to one of the prime by-products of financial planning, records. Recordkeeping in the tradi
tional firm happens with paper, the inevitable proliferation of which increases the time neces
sary to retrieve important information and respond quickly to clients, regulators, and others.

How can a planner get off this treadmill and rejoin the human race?
Technology Makes Large-Firm Rewards Possible

Rapidly advancing technology in general, and the Internet in particular, has created new models
for doing business. Financial planning firm owners who wish to run a practice rather than grow
multiple offices can now reap financial rewards much closer to those of larger firm operators
without as much aggravation—if they master the concept of virtuality and the technology that
supports it.
Time and space are an adviser's costliest commodities. To the extent an adviser can cut out
unnecessary expenditures on either, he or she can begin to control the bottom line and do more
with less. The key is becoming a virtual firm.
Continued on page 3
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Dear PFP Section Member:

This issue of the Planner brings you a new, more dynamic newsletter and ushers in the first of
a number of changes to make your newsletter a more powerful tool and to inspire ideas for
your practice. As you may have noticed, we have already changed to a new, easier-to-read,
and more visually interesting page layout. We also formed an editorial advisory board to be
sure the voices of CPA financial planners in the field are heard. We brought in some of the
very best and asked them for their ideas. The result?
In each issue, you will now see a new feature entitled "Committee Corner" that will give you
the inside scoop on the thinking and behind-the-scenes activity of the PFP committees and
task forces that work on your behalf.

We also wanted to make the newsletter more interactive and a forum for practitioners to
share their best practices. So, on page 8, be sure to take a look at the call for case studies.
Not only can you assist your fellow CPA planners and get publishing credit, you can also
qualify for an award of $500 plus a free registration for the 2005 PFP Technical Conference!
You will see technical articles on cutting-edge topics from practitioners considered the best in
their area of specialty. For example, the November/December issue will bring you an article
on "Tax-efficient Investing" by Richard Joyner, a partner with Ernst & Young LLC and a nationally
known speaker and writer, who was named three times by Worth magazine as one of its top
financial advisers.
You will also read thought-provoking articles on innovative ideas for practice management,
such as this issue's article "Plug in Your Practice: Creating a Virtual Planning Firm," which may
give you new ideas for using technology to enhance both your firm's profitability and your
quality of life.

We hope you enjoy the "new" Planner. As always, if you have ideas or would like to con
tribute an article, I look forward to hearing from you at gchanel@aicpa.org.

Gerri Chanel
Editor

A Real Find for Researchers
Find Articles: http://www. findarticles. com
by Eva M. Lang, CPA, COO of the Financial
Consulting Group,Memphis, Tennessee
Looking for a quick way to get background
information on a business topic? FindArticles, a
joint venture of the Gale Group and
LookSmart, is a database of the full text of
published articles from approximately 300
magazines and journals dating from 1998.
While the range of topics is broad, covering
business, health, society, entertainment,
sports, and more, the business section is
surprisingly robust. There are 160 business
publications indexed in the Find Articles data

base, including Investment Adviser, Financial
Adviser, Financial Planning, IPO Reporter,
Kiplinger's Personal Finance Magazine,
Nation's Business, California CPA, Mergers &
Acquisitions, and CFO. You will also find some
local business journals and a selection of trade
magazines.

The best feature of FindArticles is the price—
free: free searching and free full-text down
loads of all articles. The worst feature is the
"Featured Listings" box that pops up at the top
of your search results. Although not identified
as such, these are paid listings and in repeated
test searches these links were off-topic or to
just plain bad sites. ●

Continued from page 1

The Roles of Time
and Space

2. Conversion from employees to virtual

The first step in considering a virtual firm is to
understand the roles of time and space, and
how they affect your practice. This requires
an understanding of the difference between
two concepts: virtual and paperless. Virtual is
variously defined as "simulated," "performing
the functions of something that isn't really
there," or "the opposite of real or physical."
Each of these describes an aspect of the
change in going from a traditional planning
firm to a virtual one. The planner needs to
replace physical elements of the traditional
firm with something else that still does the
job but takes up less time and space. For
example, if a planner no longer has a secre
tary on staff but instead has a virtual assis
tant, he or she still has someone doing the
work of a secretary, but that person is not an
employee. The assistant is a "simulated"
secretary, who is real but has his or her own
space separate from the planner's.

3. Establishment of systems to

workers

Paperless, on the other hand, refers to the use
of computers and other electronic media to
record, convey, store, and retrieve information.
The concept of a paperless office has less
to do with eliminating paper than it does
with redefining how information is handled.
Creating a truly paperless office means
adopting a "paperless" mentality.
Putting together both concepts, we can
construct a virtual financial planning firm for
our prototypical owner. Like the traditional
financial planning firm, the virtual firm grows
and adds clients over time. But instead of
adding employees to meet the needs of
these clients, the owner adds more efficient
processes and virtual workers. Instead of
leasing more office space to house more file
cabinets and more records, he or she collects
and manages information using electronic
media and systems.

The Four Phases of
Conversion to a Virtual Firm
There are four phases in any conversion to a
virtual firm:

1. Conversion of physical records to
digital records

accommodate these off-site workers

4. Installation of systems that facilitate the
retrieval of digital records
The balance of this article provides a general
explanation of the second step—the conver
sion to virtual workers—since this is the area
that often requires the biggest mind-shift. It
then gives you an example of what a typical
day for a virtual adviser might be like.

David J. Drucker is a fee-only
financial adviser who has been named
by Worth magazine as one of the Best
Financial Advisers in the United States

every year since the survey began
in 1994. He is also a columnist for

Bloomberg Wealth Manager and other

publications. David is also a member

Converting to Virtual
Work Partners

of the PFP Editorial Board.

If yours is a traditional financial planning firm,
you will find that your employees are one of
your major cost categories. Converting to a
virtual firm requires both an awareness of
virtual alternatives as well as a clear-cut
comparison of the costs. One of the first
steps in exploring the possibility of "going
virtual" is to understand the five basic types
of virtual work partners (VWPs):

Joel P. Bruckenstein is senior
technology editor at Morningstar

Advisor.com and a practicing financial
planner.

This article is adapted from their book,

1. Virtual assistant

Virtual-Office Tools for a High-Margin

2. Virtual planner

Practice: How Client-Centered Financial

3. Virtual reporting company

Advisers Can Cut Paperwork, Overhead,

4. Virtual trader

and Wasted Hours (Bloomberg Press,

5. Virtual account administrator

2002).

The virtual assistant. A virtual assistant is an
independent contractor who can handle your
noncore-support needs from a distance via
e-mail, fax, telephone, or other means. Often,
he or she becomes the long-term "growth
partner" of the clients, handling such tasks as
administrative support, bookkeeping, scheduling
and client contact, or other more specialized
areas such as Web site maintenance and
market research.

The book explains the issues
involved in the transformation to a
virtual practice. It also offers many
resources for the hardware, software,
and outsourcing companies that
financial advisers will need to make
the switch. More information is
available at www.virtualofficetools.net.

The virtual planner. The virtual planner is usually
an individual certified planner or a business
offering the services of multiple planners to
assist the virtual owner in various stages of
the process of preparing financial plans. A
virtual planner may do as little as entering a
new client's raw data into the virtual owner's
Continued next page
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financial planning software, or he or she may
have contact with the client and even make
planning recommendations to the client.

Rapidly advancing
technology in
general, and

the Internet in

particular, has

created new
models for
doing business.

Financial
planning firm
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financial rewards
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firm operators

without as much

aggravation—if
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supports it.

The virtual reporting company. Financial
advisers who manage client money need
software products to help them prepare
periodic reports showing portfolio positions
and performance, both to inform their clients
and to use in their own management process.
Rather than hiring a dedicated employee to
operate one of these software products,
virtual owners have the option of employing a
reporting service. This type of VWP will get the
virtual owner's "download," or daily price and
transaction information, from the custodians he
or she uses to house clients' assets, run that
information through the chosen portfolio track
ing software, and publish reports.
Virtual trader. This term covers a broad category
that can include anything from a broker to a
separate account manager. Using a virtual
trader allows the virtual firm to offload the job
of monitoring client accounts for liquidity
sufficiency and conformity with asset allocation
targets, along with the jobs of rebalancing the
portfolio, selecting investment vehicles, and
investing idle cash from maturing fixed income
instruments.
Virtual account administrator. This VWP
assumes the role of the employee in your firm
who deals with client investment accounts—
not choosing investments, but handling the
mechanics of opening and closing accounts,
setting up automatic distributions from
accounts, requesting one-time distributions
from IRA accounts, and troubleshooting lost
deposits to accounts.

A Day in the Virtual
Adviser's Life
To give you a quick idea of what a virtual
financial firm looks like, here's an example
of Dave Drucker's daily routine at Sunset
Financial Management, his one-man, financial
advisory C corporation in Albuquerque, New
Mexico, serving 45 high-net-worth clients
located throughout the United States with
assets under management of approximately
$60 million.
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7:00 AM: Check calendar and to-do list for
current appointments and high-priority tasks.

7:15 AM: Read the Wall Street Journal online
with breakfast and a cup of coffee.

7:45-9:45 AM: Block out time for highest
priority item of the day, in this case, final
preparations for a client's annual update
meeting. In order to focus, e-mail remains off
and the voice-mail system catches all calls.

9:45 AM: Check e-mail and voice-mail for
high-priority, client-oriented tasks. There are
three client e-mails requiring an expedited
response. Dave personally and immediately
answers each of these e-mails saying the
client can expect a response to his or her
request shortly.

9:45-10:00 AM: Set up action items
corresponding to these three e-mails:

1. Client 1 has requested a duplicate
Schwab statement for the prior month.
Action: E-mail the virtual account
administrator to take action.

2. Client 2 has requested a research report
on a mutual fund recently purchased for
his account. Action: E-mail task to virtual
financial planner, who will access report
from Morningstar online. Planner will
e-mail PDF file to client, or arrange to
have virtual planner mail a hard copy to
the client.

3. Client 3 needs advice that requires a
review of his financial planning file. The
client's figures are maintained in an
Excel spreadsheet-based system. The
firm's virtual planner is assigned the
analytical task required to answer the
client's question. The planner performs it,
and revises the spreadsheet. Dave down
loads it, reviews the data, and advises
the client.

10:00-10:30 AM: Scan client cash balances
via software-created report, updated at 3AM
each morning by Sunset's virtual reporting
company. Dave notes balances that appear
too high or too low compared to clients'
known cash preferences or needs, then sends
e-mails to his virtual trading firm to take
appropriate action.

Continued from page 4

10:30-11:30 AM: Exercise break.

3:00 PM: Quitting time.

11:30-11:35 AM: Administrative chores.

Time to Go Virtual?

11:35-11:50 AM: Prospect calls by phone.

Transforming your practice to a virtual firm
requires you to rethink many of the ways you
do business, including the ways you commu
nicate with clients, the ways you manage
client workflow, and the way you manage
information about your clients. You will also
need to learn which tools you will need, from
hardware to software to companies equipped
to be your virtual work partners. The result
may be a work style similar to the example
above, or something quite different that works
for you.

11:50 AM-12:30 PM: Over lunch, Dave scans
e-mails from financial planning journals listing
new articles, and downloads articles of
interest for later reading.
12:30-1:30 PM: Client annual update meeting
with client in New York, conducted online
using virtual meeting software. Software
allows use of microphones, speakers,
and simultaneous viewing of PowerPoint
presentations.
1:30-2:30 PM: More administrative tasks,
such as voting client proxies online, taking
online continuing professional education exam
online, and taking e-mail actions.

2:30-3:00 PM: Responding to an electronic
"tickler" reminder, Dave calls several noncom
puterized clients to chat and maintain frequency
of personal communication.

Is it worth it? That depends. After thinking it
through, you may decide that you don't want
to become a totally virtual firm. However,
even if you decide to remain a traditional firm
for now, the lessons you learn through the
research process will make that traditional
firm considerably leaner and meaner, certainly
more profitable, and likely more personally
rewarding as well. ●
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Committee Corner

as well.
PFP Issues Generate a New Approach to
January's PFP Technical Conference

This issue's Committee Corner brings you
insight into the conference planning process
from Irwin (Irv) Rothenberg.
There are so many important issues facing CPA
financial planners that it became clear early on
for the task force planning the January 2004
AICPA PFP Technical Conference that this
year's conference needed to be quite different
from those in the past.
As a first step, we significantly changed this
year's steering committee for the Conference
to bring in new voices as well as members
who do not normally operate in the AICPA
environment.
What came out of our many meetings and
discussions? A fresh look at the conference
programming, a dynamic group of speakers,
and a whole range of new, innovative

approaches that will directly address your
needs and interests. Here are just some of the
new features you will find at this year's
Conference:
• One issue currently facing the profession is
the uncertain future of the Personal Financial
Specialist (PFS) designation. Current town
hall meetings still have not resolved the issue
and there are competing forces trying to
"sign up" CPAs and PFS designees. Rather
than delicately avoid the issue until decisions
are already made, the conference will feature
a panel discussion to address this issue
head-on.

Irwin (Irv) Rothenberg,

CPA, PFS, is Chair of the PFP
Technical Conference Planning Task
Force. He is Vice President of Zenith

Capital, LLC in Santa Rosa, California.

• In our discussions, it became clear that
controversy and debate surrounds questions
such as: "What is financial planning?"; "Is the
consumer being served?"; "How does life
planning work and should it be part of what
we offer?"; "Are there too many designa
tions?"; and "What will the landscape look
like in five years?". Each of these questions
Continued on page 7
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TRENDWATCH
Upswing predicted in sales of small
businesses. The Bush administration's tax
cut is encouraging small business owners to
sell their companies, says Business Week
(July 28, 2003). The reasons: Most sellers
can get an extra 5% of the business's sale
price because of the cut in the capital gains
tax from 20% to 15%. On top of that,
business sellers who invest sale proceeds
into dividend-paying stocks will benefit from
reduction of the dividend tax from 38% to
15%. The two cuts increase the likelihood
that retiring business sellers can maintain
their lifestyles.

Would-be sellers are expected to proceed
cautiously, however, waiting for an improved
economy before putting up their businesses.
Attorney Andrew Sherman, a partner with
McDermott, Will & Emery, is quoted as
predicting, "You'll probably see an uptick in
deals closing into the fall and hopefully into
2004."
Business Week, July 28, 2003

Advisers polled by Schwab say the future is
bright. Independent investment advisers say
the economy is improving, and expect that it
will continue to do so over the next six
months, according to a poll conducted in
July by Schwab Institutional. Of 174 advis
ers surveyed, 63.8% agreed that economic
conditions were improving, 25.9% said
conditions were "holding steady," and 9.2%
said conditions were "deteriorating." Looking
out over the next five years, 81% have a
positive market outlook, while 41.4% believe
the war in Iraq had a "positive" effect on
market performance.

"We were very interested in gauging what
advisers were thinking about the economy
based on the three-year bear market, and all
that has gone on, including the scandals on
Wall Street and the war in Iraq," offers Tim
Welsh, director of marketing for Schwab
Institutional. At the same time, less than
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one-third of the advisers surveyed indicated
that government action, such as the Wall
Street research settlement, has improved
investor confidence. Those advisers say an
improving economy as well as increased
international political stability will do more to
improve investor confidence than changes in
the way stock research is conducted.
Megan L. Fowler, www. Investment
advisor.com, August 6, 2003

Study finds GenX investors strikingly similar
to parents in investment behavior.
Generation X investors—the 52 million
Americans born between 1967 and 1981—
are markedly similar to Baby Boomers (age
37-54) and Matures (age 55-70) in their
savings patterns and attitudes, according
to a national research study conducted by
New York Life Investment Management LLC
(NYLIM).The NYLIM Generations Survey was
completed in April 2003 and polled 1,529
investors with more than 500 people in
each of the survey's three demographic
segments.
The survey found that 82% of GenXers save
regularly for retirement, compared with 83%
of Boomers and 76% of non-retired Matures.
In terms of values, nearly three-quarters
(73%) of GenXers rank family above career,
wealth, and leisure, as do 64% of Boomers
and 52% of matures. Health considerations
rank second among all three segments, with
10% of GenXers, 25% of Boomers, and 34%
of Matures identifying "health" as most
important.

After years of skyrocketing college costs,
63% of GenXers are saving for their
children's education, compared with 52%
of Baby Boomers. Still, due to tuition and
fee increases, one-third of GenX investors
expect college costs to be beyond reach by
the time their children are ready for college,
up from 26% in 2002.

"Tuition and fee costs have nearly doubled
over the past 10 years and, at the current
rate of increase, will likely double again in
the next 10 years," noted Beverly J. Moore,
managing director, NYLIM Retail Markets.
"Fortunately, participation in college savings
accounts, such as 529 plans, has also
increased at a healthy pace. To keep up with
inflation, investors need to factor tuition
costs into their comprehensive financial plan
and invest consistently."

Currently, only one-third of GenXers have
a comprehensive financial plan, compared
with 38% of Boomers and 47% of Matures.
Twenty-six percent of GenXers invest in
section 529 savings plans, up from 18% in
2002. More than one in 10 Baby Boomers
(12%) and 6% of Matures also invest in
these plans.
The survey also found that, because
GenXers started saving earlier than the other
two segments, they anticipate having a $2
million nest egg upon retirement, double that
of Matures ($1 million) and almost twice
that of Boomers ($1.3 million). However,
with a life expectancy of 89 years, a 32year-old GenX couple will need over $10
million to retire at 60 with the current
equivalent of $100,000 in gross income. This
compares with $4.4 million for a Boomer
couple age 45 with a life expectancy of 83
years who expect to retire at 64, and $1.1
million for a Mature couple age 62 who have
a life expectancy of 78 years and expect to
retire at 67, using the same current gross
income assumption of $100,000.

http://www. nylim. com/nylim/0,2058,12_10065
73_1023449—2,00.html ●

Watch for
Trendwatch to evolve
in the next issue!

addressed right from the opening keynote
speaker's presentation. There will also be
a session hosted by a facilitator with a
distinguished panel of participants from our
profession, our competitors, the consumer
side, and others, holding an interactive forum
to address these critical issues.
• A new feature this year will be a case study
track. The first part of the process will work
through an actual case study. The group
will then break out into smaller sessions to
debate solutions and technical issues. They
will then reconvene to see how the experts
solved the problems. In addition, we hope to
see how some of today's high-tech software
handles some of the issues.

• The bar has been set for higher levels of
technical skills at the conference. Topics and
instructors have been selected accordingly.
For example:
— Top Ideas in Innovative Estate Planning
— Planning for Sudden Unplanned Changes in
Financial Circumstances (fashioned after
a national think tank held on the subject
following the events of September 11)
—Divorce Planning
— Handling New Technical Issues

— Charitable Planning
— Helping Clients With Health Insurance
— Long-Term Care Insurance Issues;
— IRAs, 401 ks, and Stretch IRAs—What to Do?
— Income Tax Update
— Keeping Clients Protected
— Sophisticated Tax Shelters and Strategies
— Alternative Investments

• There will be breakout sessions dealing with
practice issues. Just an idea of some of
the topics:
— Fee Only vs. Commission and Other
Controversial Issues—A Panel Discussion

Planners
— How a Planner Adds Value
— Staffing for the Future.
• Featured speakers will include John Bogle,
George Will, Roy Dilberto, Marvin Zonis (an
economist from the University of Chicago),
Larry Swedroe (a leading financial author),
and many others.

• There will be a separate track running
concurrently with all these sessions that has
been designed as a network room where
people can come and interact rather than
going to other sessions. We are encouraging
all the speakers to join this room following
their talks. Members of the AICPA and PFP
leadership will be present; and certain
specialists will be asked to display a poster
about their specialty and be present to
discuss issues with those who wander in
to investigate.

• Additional networking opportunities will be
provided via the Sunday night reception. This
has been designed to allow participants the
space and atmosphere to "meet-and-greet"
and have informal dialogues. There may also
be some surprise entertainment.
• Last, but not least, this year's conference will
feature specific tracks for those who want to
focus on particular skills or issues.
The conference steering committee hopes you
will find that this year's conference powerfully
addresses your specific interests and needs as
a CPA financial planner. We hope to see you in
Las Vegas in January.
The 2004 PFP Technical Conference will be
held in Las Vegas January 5-7, 2004, with
additional optional workshops on Sunday,
January 4. For more information about the
Conference, please call 1-888-777-7077 or
visit www.cpa2biz.com/conferences and
scroll down to the 2004 AICPA PFP
Technical Conference. Remember, you are
eligible for a $100 PFP Section Member
discount on your registration. ●

PrimePlus
Services:
More Than Just
ElderCare
In late 2002, the "ElderCare" brand
was changed to "PrimePlus Services"
after studies had concluded that
"ElderCare" tends to limit the target
market. Study respondents between

the ages of 66 to 80 felt that the term
"elder" was not applicable to them.

They also felt the word "care" implied
healthcare, and did not readily associ
ate the ElderCare branding with a

financial/lifestyle planning service.

The new focus on PrimePlus
Services leverages existing strengths

and competencies in cash flow
planning and budgeting, pre- and post
retirement planning, insurance reviews

and tax planning. The new positioning
allows CPAs to broaden their focus for

this service to include pre-retirement
age clients, and, as a result, benefit
from the greater revenue potential of

this expanded market and from the
longer term of the potential revenue

stream. This market is ever increasing:
according to the Census Bureau's
"middle series" projections, the senior
population will more than double

between now and the year 2050, to
80 million.

For more information, visit
www.aicpa.org/pfp, contact Beth
Kaestner at (201) 938-3378, or write
to ElderCare/PrimePlus@aicpa. org.

— Lifetime Planning: What Is It, How Do You
Do It, and Why Do It
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I
Earn CPE
with AICPA
Webcasts
Earn CPE credit right from your
desktop with the following AICPA
Webcasts from the Estate Planning
Series:

• Smart Charitable Giving
October 23, 2003 1 - 3 p.m. ET

• Recent Developments in
Estate Planning
December 4, 2003 1 - 3 p.m. ET

For more information about these
Webcasts, or for a current
Webcast calendar of events, see
https://www. cpa2biz.com/Web+Ev
ents/Webcasts/default.htm.

CPA Financial Planners-Shane
Your Wealth With Others!
\Ne believe there is a wealth of financial
planning knowledge to be found within our
community of CPA financial planners, and
we would like to encourage you to share
your own wealth of knowledge with your col
leagues. As a dedicated CPA financial planner,
you have probably encountered a number of
unique planning issues as you work with your
clients. We would like you to put those unique
issues in writing, including your analysis of
the issue and your recommendations to
your client.
In order to make these case studies useful to
your fellow CPA financial planners, you should
include a detailed description of the issue and
how you addressed it. Submissions should be
a minimum of 1,000 words. You may include
supporting tables, financial analyses, or other
forms of explanation.

All submissions will be reviewed by the PFP
Editorial Advisory Board and the most useful
submissions will be published in upcoming
issues of the Planner. All articles published in
the Planner by September 2004 will be
eligible for consideration as outstanding CPA
Financial Planner Case Study of the Year. The
author of the outstanding case study will win
a prize of $500 and a free registration to the
2005 AICPA PFP Technical Conference.

Please note that the copyright for all articles
accepted for publication in the Planner will
rest solely with the AICPA. Submissions by
members of the PFP Editorial Advisory Board
or the PFP Executive Committee are eligible
for publication, but are not eligible for awards.

We look forward to hearing from you. Please
direct all submissions or related questions to
pfp@aicpa.org. ●
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